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Dy Mike:

Thank: yon- again, for discnssing witk me the application and scope of Rule § 8O 1i(edLiGi)<if) in
deterorining. the wnal assets held by 2 natural persen who i acquiring voting securities of an acquired
person and: whio dogs oof have & repulatly prepared balance sheet,  This tener 75 0 sundparks oo
discussions conteraing ehe application of (he Filing &nd waiting pericd requirements of the Harr-Seon-
RixIiom, Anritnesr: (inprovements Act of 1976, 25 amended, 15 U,5.C. § [8a (the “HSE Act™), to the fact
seenarlo-desrribed balave.

Company A, Company. B, and Neweo propose (0 enter o an Agreemenr pursnant 10
whilch Company & and Company B will each become & subsidiary of Newco which will
e formed by Compaty A solely for the purpose of completing the wansactims
comtepplined (the “Erapsaction™). To effect the Teansaction, (i} Neweo will form two
wholly-owned. pubisidiary. corporations (A Sub™ and “B Sub,™ respectively), (3i) A Sub
will'merge with anding Cotpeny A with Company A being the surviving corporstion of
snchmerget, md (i) B 5ub will merge with and imo Company B with Company B heitig
he:sueviving enrporation of soth merger. Upen the effactivensss of the Transaction, all
af thie issued and ontstanding caplal stock of Company A and ell of the issuad and
outsEnding capial stock of Company B will be converted into ¢ommon stock of Newco
(the: *NewenLCommon Stock™), Porsuant o this stock cotiversion, cettain shareholders of
Compranties A and B will recehre Newen Commnon Stock vatied et mare than $15 million.
Prior o e Trangaction, Newea-will conduct no bisiness opetations or own any assers.

Az we dsmgsed, the proposed Transéction is a gonsolidation, as opposed to a merger, for HSR Act
pliposes, Wesconcloded that tie consolidarion wonld be reportable under-the HSR Act with Companies
A: @il B: Belty btk acquiring, el aquired parties of the voting secutities of Companles A and B
respectively.  Rowever, as we disenssed, and far the reasons set forth in tis letier, you agreed thag die
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coversiom-of e quistanting capital stopk of Copipanies A and B into Newoo Common Stock wold not
e subjeeT mahe HSE Acyrequirenmenes.

We conchgled ¢hst tie conversion of the oustanding capiral stock of Companies A and I i Newen
Common. Stock sonld, be deemed o be an sequisition of Newco Comimon Stock by the sharcholders:of
Companies A amd & aod hat cach sharcholder aequisition would sneed o be separately examined o
detcrmine whether die acguisition of the Nevwen Common Stock by the individoal shareholder would Be
reportatle andex (he HSR Act,

¥ g-inividim? ghareholder of Comhpazy A or B receives Newen Comman Stock valeed at more than $15
wiillian, the gize-of-the-ransaction st is mer. In addivion, because Companics A end B will be wholly-
owned sobsldiaries-of and deemed to be within Newoo at the Gine the shareholders receive Newceo Common
fitack, the assets andantmal net sales of Companies A and B will be attriboted 1o Neweo, which will resolt
i tewro satisfylmg cee $100 million 2nimal ner sales and/or total assets size-of-persen threshold.

Therefore, we cxamined whether any of the shareholders of Companies A or B who are receiving Neweo
Comnon Stock: vitied atmore than %15 million holds assets in excess of $10million. For the shareholders
whio di 0ot lenve. ¢ vepularly prepared balance sheet, Rule § 801.11{#)} srates the following:

Subject to the Gimitations of paragraph (d) of this section, the total axsets of:

(1)  An ecquiring person dhat does nat have the mepularly prepared balance sheet
deseriteed in paragraph (c)(2) of 1hiz section shall be, for acquisitions of each

arquired person:__ e
(i} Al gseets beld by the acquiring persom mt the dme of the
anquisidon,

{0} less all ¢ash that will be used by the acquiring person a8
comsideration inan acquisiion of assets from, or in 20 acquisition
of voring securities issued by, thar zcquired person (or ae endity
within that acquired person) and 1ess 210 ¢ash that will be used for
cxpenses incidents) te the acquisition, and Jess all securities of the
aequined person (or an entity within that acvoired peysoa.

AF we-disenssed, you have confirmed that accorditg oo the Last plirase of subsection SOL1 (e} 1301 e
Cifiary Avor I dhrefioldér acquiring voting securities in Newco may exchuds 1hg verng secorities the
shiameliolder-aenms e Cmmpany A-or B foth the total assets of the sharsholder's size-of-persen. Avthotime
i stisrefintdar revetves Newco Comnton Stock, Companies A end B ere entitles within the soquired person
Neweo amf, acrondiig fo the last phrase of subsection 801.11(e){1)(ii}, the Company A and/or B veting
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EECATINES: &% fiot- included within e wrat assets of the sharetiolder for putposes of getermining the slze
ofahe shaseholder person,

Therefore, pursmmant o Rile § BO1.11¢2){1){(i), a shareholler of Compaisr A and/or B who receives Neweo
Common Stock porsant © the Transaetion wontd exclode the Company A or B voting securities awned
Gy die-shateholder aequiring person from the calelarion of the sizz of the ghareholder acguiring person in
bis acquisition: or receipt of Newro Cormmon Swock.

Y glso-confiiThed thot even Jf the Company A ar B voting sequmrities are required (o be inciaded in the
1092l asseds of the acruiting eharsholder persen, the vatve of the securitics may be hased upon e person’s
costbizsis-of dhe securities or any other appropriate valuation method, and does not nesd to be hased on
et masket value of the secntilies.

Agaln. than® yoo for your assistance inuhderstanding the applicability and scope of Rude § 801.1 L)1)
{il}:as it mifates to.the. fact scenario we discossed and as described in this letrer,

1'yonr have questions ot iTifs letrer does not eceurately surmnarize our discussions and conclusions, please
call e 81 your earliest convenience.
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